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Th 


rnment 


Guatemala, with U. S, aid 


technical assistance. 


has been carrying an extensive program of economic and social development. 


Much of the program 
has anticipated the 


am 


and the Act of Bogota, 
new objectives. 


initiated in Guatemala after the revolution of July 1954 
objectives of President Kennedy*s Alliance for Progress 


aidder is being redirected in line 


Progress in economic and social improvement in Guatemala has been 
possible because of sympathetic government and the availability of U, S. 
funds to support cooperative efforts. 


The obstacles to progress in Guatemala are not unusual or insurmount¬ 
able. There is need for more Government revenue, a larger number of com¬ 
petent technicians, and greater capacity in Government institutions, 
including the Congress, There is, however, realization of these needs in 
the Government and an effort on a broad front to overcome basic shortcomings. 


1. Host Government's Development Planning 


A. 


Official Planning Organization 


/ ’ 


The repo 
e'stablishment 
led in November 
power. Details 


IBRD Mission to Guatemala 
nal Economic Planning Cou: 


^ 

1 recommended 
It was estab- 


Embassy 


shortly after the Castillo Armas government came 
memberships and organizational basis for operat 
Despatch No, 636, dated May 5, 1961, 


B. Operations to Date 


The 1955-60 plan, prepared shortly after the establishment of 
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arc now being reviev;ed by representatives frcsn the Economic Commission for Latin 
America, who will prepare for the Council a projection through the *60*s which will 
conform with President Kennedy*s program for Latin America. 

C. Comments on Plan 


In view of the above-mentioned current revision of the entire official plan, 
no general comments will be offered beyond those already reported in Despatch 636. 

When Castillo Armas came into power his first preoccupation was with problems in 
temala which had been recognized and seized upon by the Communists to get into 
powy. The U. S. Government, recognizing the basic soundness of the Castillo Armas 
*Ppt^'\.ch, provided supporting funds. The attack on the basic problems of social and 
ccono\c development was started before the establishment of the Planning Council, 

The Pl^’.ning Council has since participated in these activities but has not yet 
achievec\ position of strong leadersliip. 

s 

V 

The sVatemala Program of economic and social improvement over the past five years 
has indue'id the following principal activities; 

V 

S 

\ 

(1) Ro-.d building for improved communications and to make accessible virgin or 

litx;e used land; 

(2) Land ?,ettlement; 

(8) Supervised agricultural credit; 

C4) Housing in urban areas; 

(5) Expamsion of educational facilities, particularly construction of primary 

schools in villages; 

(6) Provision of potable water, both rural and urban, as a public health 

measure; and 

(7) Sponsoring industrial development. 


The Government needs to make greater use of centralized formal planning for .he 
establisliment of specific goals, of priority, and for allocation of financial resources 


The USCM has been approached informally on this subject and is formulating sug¬ 
gestions for strengthening the existing commission. One important proposal is to 
strengthen the technical planning within the ministries to promote greater interest 
and participation by Ministers in the planning process, and to ensure greater c6op- 
eration by the Ministers, 
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2, Self-Help in Relation to Development 

Recommendation No, 5 of the first development plan prepared by the Planning Council 
recommended: 

(a) The establishment of a permanent, technically qualified commission to 

study the existing federal and municipal tax system and preparation of 
a program which would modernize bases of levies, eliminate undesirable 
or unproductive taxes, and find new sources of taxation. Special 
attention was suggested to eliminate tax evasion and enforce collection 
measures. 

(b) The early passage of an income tax law. 

(c) Revision of existing tax exemption policies and practices. 

The Government has submitted draft laws for an income tax and for an increase in 
real estate taxes which, thus far, the Congress has failed to enact into law. The 
I^U.nister of Finance, desiring the soundest and best preparation, requested USOM 
assistance in a basic review of the tax structure. 

J 

Public Administration Reform 


The 1955-60 plan recommended: 

(a) Establishment of a civil service system 


(b) Foreign training for governmatit personnel 



Establishment of local education and training facilities in the field of 
public administration 



(d) Establishment of a government procurement agency 


The problem of honesty in government administration was handled by a tactful 
reference to the need for a civil service system which "would allow recognition of 
efficiency, honesty and cooperation," Progress has been slow, but the attitude of 
the Government is encouraging and the opportunity exists for rapid improvement. The 
major difficulty now is in securing the ICA advisors requested by the Government. 

In the meantime, however, cooperative Servicios have been able to put into practice 
and demonstrate honest and more efficient public administration. One of the Servicios 
was requested by the Government within the last year, J 

The first 5-year Economic Plan prepared by the Planning Council for the period 
1955-60 covered the following general activities: 
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CMillions) 

(1) Highway construction Q 129,4 

(2) Land resettlement 15,0 

(3) Agricultural credit 20,0 

(4) Other support (extension, crop diversification, etc.) 7,0 

(5) School construction 3.5 

(6) Potable water and drainage 5,0 

(7) Public health centers 0,8 

(8) Hospitals 9.9 

(9) Low cost housing (ICA contribution, 507t>) 4.2 

Sub-total 194.8 


(10) Other projects 

Port facilities 2,2 
Airport improvement 1,2 
Telecommunications 6,7 
Electric power 27,8 


Social security 
Public buildings 

Grand Total 

Financing for the above-mentioned proposed program was to be 

(1) Loan from IBRD 

(2) Prom US Public Roads 

(3) From ICA , 

(4) UNICEF 



16.7 
Q 250.7 
as follows; 


( Mill ioiis) 
Q 2173“ 

21.4 

19.2 

.3 
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r 

4 

Plus internal supports 

(1) National budget 117.2 

(2) Banco de Guatemala (internal loan) 150.0 

(3) Hunicipality of Guatemala (bond issue?) 14.0 

(4) Social Security institutions 1.3 

(5) Banco de Guatemala (building fund) 1.2 

Sub-total 148.7 

% 

% 

Anticipated special assistance from U. S. 39.8 

* 

Grand Total Q 250.7 

f 

4 


The second development plan prepared by the Commission, to cover the period 
1960-64 (balance of President Ydigoras* term), included the activities set forth below: 


(1) Agricultural Development (Millions) 

a. Land resettlement Q 11.3 

« 

b. Irrigation 4.2 

6 

c. Basic crop improvement 3.9 

d. Livestock and poultry development 1.5 

* % 

j|. Slaughterhouse construction 2.3 

f• Research and extension 3.2 

f. Plant and animal disease control, reforestation 

and soil conservation 1.0 

e 

h. Fisheries .3 

6 

s 

i. Pacific Coast fishing port 1.3 

I 

Sub-^total 29 «0 


\ 

* 

a 

✓ 

T 

i 

% 

t 

4 

# 

* 
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(2) 

Highway construction 


67.1 

<3) 

Ports and airports 


6.9 

C4) 

Telecommunications 


2.0 

(5) 

Electric power 


15.0 

<6> 

Public works 


19.2 

(7) 

Public health and social welfare 


12.3 

(8) 

Cartographic survey and mapping 


3.0 

(9) 

Low-cost housing 


7.0 

* 

CIO) 

• 

Regional development of Peten 


8.1 


Total 

Q 

170.5 

Financing for the above was planned as follows: 




1 

CMillions) 

Cl) 

National budget 

Q 

85.9 

C2) 

Federal bond issue 


36.0 

C3) 

Special assistance from U. S. 


13.8 

C4) 

Foreign loans 


30.5 

C5) 

Loans from local banks 


^.5 

C6) 

Income from lumber produced in Peten by Government 

agency (FYDEP) 

4 

4 


2.5 

C7) 

Contribution from municipalities 


1.3 


Total Q 170.5 


3. 


Terra Commitments 



With the announcement of President Kennedy*s plan for Latin American assistance 
and the authorization of y'ct of Bogota funds. President Ydigoras requested and has 
approved a program of priority projects suggested by the USW for the next 10 years 

ais follows: 


V 
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Sebol Land Settlement 


Q 12,600,000 


Coban-Sebol Access Road 


1,000,000 


Supervised Agricultural Credit 


13,200,000 


Housing 


6,370,000 


Slum Clearance Housing 


500,000 


Teachers* Housing 


2,600,000 


Guatemala-Salama Highway 


10,200,000 


Potable Water Supplies 


4,320,000 


Total 


Q 50,790,000 


The Government 
housing under the p 


proposes to encourage expansion 


PHA law and 


housing loan 


$10 million, in order to provide starting 
details.) 


(See Housing 


GOG domestic financing for the above projects will consist of; 


(a) Domestic borrowing (bond issue) 


Q 4^100,000 


(b) Annual appropriations 


16,320,000 


Total 


Q 20,420,000 


financing 


loans (other than 


ICA) 


ance, GOG p 
as follows: 


(or 


undertaken) to get foreign 


Sebol Land Settlement 


$ 8,800,000 


Supervised Agricultural Credit 


5,000,000 


Aided Self-help housing 


10,000,000 


Guatemala-Salama highway 


10,200,000 


Total 


$ 34,070,000 
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4, D evel opment Grants 

Because of the good relations with U. S, agencies and the basic desire on the part 
of the Government for economic and social progress, the cooperative development program 
is in a constant state of evolution and development. This comes about through close 
daily association between the Government of Guatemala and USCfv! officials, through 
recommendations made in response to Government requests, and through suggestions 
originating with Embassy or USOM officials. 

Because of this situation and the fact that the basic concern of the program in 
Guatemala has been economic and social improvement, the planned revisions included in 
the review which follows do not represent many instances of radical change, Tliere are 
included, hov/ever, plans for texrmination and phasing out of existing projects and 
redirection of others. 
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The need for 




ssistiri'’; in the estr blialr .ent of : ,ore effective admin 


ha 


3 


been reco'^nized 


istrative machinery in the Governi..ent of Guate; ;ala 
by the United States since 1954* liet’.'eeri that ti;ae and 195^, the firm 


of Klein and ajaks, under contract 


to 


the UJO.G, j^avc comprehensive atten 


tion .to priority probl.e .s in economic plannir 
financia.l nanaye; lont, and 


5 } 


rovcri'oe administration, 


overall !j;overn: ent. 1 I'Gor pndzation* 


In 1957 


In-Service Trainin.j^ pro'_’;raia for ^over merit employees 


v;as initiated, v'hich, in 1959, v;as :^i'eatly exon ded in scope, purpose, 
and opei-ation into a Public Aeininistration Developmient 


Center. 

/ 1 


Between 


the years 1957 end 1961 the Center, a joint firoject of the Government 


of Guatemala and the ICn, has trained over 3,500 ‘government employee 


o 


at all levels, in 


c* 


pi’eat 


variety of adi.lnistrrp.tivc field 


In part, at least, the trainin;;:^ and stimulative efforts of the 
Public Administration Uevclopment Center have accounted for a s 
increasing aviai'eriess in hiph Government of Guateu;ala 


teadily 


circles of the 


importance of admiriist'L'ative reform as 


r 

cx 


basis for soc.’.al and econoriiic 


pro .;ress 


0 

r\ 


T.’ is avjareness has led, durinj the past nirKi month. 


s 


to a 


series oi 
adminis trc tion 


rec’uests for technical 


^ O 
Cl o o 


ist'nee in the 


broad field of public 

In collaboration v/ith the Government, tl;© ICA 


has riov; 


ijorked out detailed plans for the 
next three years. 


provision 


of 


3 


uch 


Ca 


ssistance over the 


major i::iprovo'icnts 


efforts, buildinp and 


expanding upon earlier 


projjrar 


11:5 


the f o 11 o v; i I u form: 


1 


9 


doi-cnpthcned t 


r . -1 


L- c: 


ana cu 3 



iS 


ad.ministrc. tion, 


Pull-tine tech 


nical advisors v.’ill be assi;';ned to monk directly v/ith the Pinistry of 

Finance. 


2 




The est..blish 


■ G n t 


of 


a Central Aanapement Plan.ning and llovlovi 


office I'/ithin tfio Gov.'/rrinent 
unit to help make it 
government. 


Considersh 


e ICA aid v/ill go to this 


.a stron ’z force for 


economy and efficiency in 


A technician V’ill be 


assigned J'ull-ti;.ie as advisor 


3. 


Improved statistical methods and reporting, A special Survey 


team v/ill develop recommendations to 
economic pl-anning. 


stroi: d'-nen 


this vital seg/nerit of 


I 


f • 


The creation of a raodern Civil S-orvice System, based upon the 


principle of ;m.rit 
sive Civil Service 
ICA v/ill provide tm 


} 


year, 

staff 


to.yother v/ith 




1 1 


e-iployec selection., and c. ibooied in a coinprehen- 

. the 


L o a £ 


o 




III 


this complex refoivn program 




-* I t 

V: 4 Ju 




e 


Sol, it in ■; s-'Gcialists durin'; the ne.xt 


■■pll-ti, ^ 


■h/iicaj. ac.lvi.aor attc; 




h 0 d 


to the UdOM 


•J r r .L 
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The establishment of a logical, equitable 




lary elan for govern- 


X 

\ 


ment v/orkers, based upon job evaluation. The conauct of the necessary 

ide Position 


^'O 


a 


governr.ent 


survey and the developrfiental v.'ork Icadin ; 
Glassification and Salary System, v.lll be entrusted to 
suiting firm. 


a 


>*•' T) 
i.u. 


n a gen lent 


con 


Training and proraotional activities at the Public Adninistration 


6 

Development Center vjill be continued, diversified, and stren '•thened 
Thi 


e 


s 


program v/ill rei .ain the core of the total i .iprovenent effort, pro 


viding facilities, stimulation, and guide-lines l‘or a variety of 


manage 


ment projects. 


A full 


time technical advisor v;ill continue on assign 


ment to the Center, and visiting professors and consultants vjill be 
brought in regularly by the ICA. 


7. 


Finally, for lal education 


or ore-service 


training 


for 


j)ublic service. 


Thi 


s 


pro.gram v;ill aim at the steady production of v/ell 


trained young teclinicians and adi'iinistri.tors to serve the increasingly 
complex personnel needs of the Govern'icnt of Guatei;;ala. It is contem¬ 
plated thc^t an Institute of Administr^-tive Sciences vdll be established 
in the Government of Guate.mala to satisfy this vital need. 


An ICA- 


5 


poriGored contract v;ith a leading United States university to provide 
the required technical knov:-hovj is contemplated for tlic first tmo years 
of the Institute’s existence. 


Given the continued strong advocacy of chMxge on the part of such 
key Government of Guate lala officials as the i.inister of Finance, the 

mass 
fair share 


steady and persistent de-^^and for reform on the part of the 
of government vrorkers and leading private citizens, plu 


gr eat 


o ci 


of ordinary good fortune, the next three 


years 


should see the public 


service in Guatemala achieve an unprecedented level 


ol 


efficiency, 


honesty, and dedication. The impact of such achievcj ler.t upon the 
major substantive urograms of economic and social develop .ent 
so often inanagerial ineptitude is the 
overestimated. 


cause of failure 


v/here 


cannot be 


A/tri culture 


The first cooperative developiaent effort by the United Stat 


C‘:> in 


Guatemala v;as in agriculture. It started v:ith agricultural research, 
introduction and testing of better crop varie;ties and livestock breeds, 
investigation of insect and disease problems, and training of research 
technicians. Full responsibility for financing and management of this 
field of activity, as a mature project, \ias accepted by the Government 
in 195^. 


The Agricultural lixtension Service, together v;ith a youth club 
prograi.i, vias started in 1955. This activity, v/ith United States 
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OrTlJI.J. liGa 0i:L7 


financi:! ano toc'imical sapnort, still 
expansion- 



1 n n 


riul of triir.in^ and 


A start tova'trd ovorcornin:^ 


the. problerr: of do )cndc.; co on coi’fce in a 


one-crop economy was ude in a project for tdio development of rubber 
and cof iplG''ontary crops. 


The Cooperative ;\priculture 


acrvicio 


• > c* 
C 


ter.inated in 1155 


at 


v.'hich tiriie the Govern.iient of Guatej.ala accoptoci ful l £ii. oinisti'ative 
directioij of the cooperative fieri culture coGince that ti'^'e. 
United St£.ites fiiifmcial support has been continued for the extension 
oervicc and complo: :en barp crop develop'cuit in t.-'uo joint J’unds, 


Tlie pi-ovp'arn for the future will include: 


1 . 


C j ■ o p d i V e r s i f 1 c d t i o ii 


to 


as3i.3t in eetintlie needs of 




de 


velopinp econorfy and to offset tlic forei^^n c^xcha? pe hai.dicap of depen 
dci'ice on coffee as 


t h e 


I • 


sajor a "riculturfil export 


2 , 


o 


. W editor 


e.utiasis on a :i‘icult\ire 


oxtcnsior: to ;a.in . ore uni 


vors£il £iocO;';tance of better ctliO(.'.a, and 1.0 .nip ,;ort Jaiu scttlo;-ent 
projects fo^' the puroo:.:o of doveloi.'irip 'ni j'Or rum 1 li.vinp; standards. 


3 


Imjipoved a.pricmltiwal i../ rketin ■; '.'ith eiiiffi.asis on more 'm odern 


and more efficient .'othods and C]''iCOura.';c ent and c.ssistance in the 
development oi coo.'eixitivcs , 


L 


r « 


expansion of 


3U’ >05 


visee a ;ricultural credit 


assistance to Ojierators of 


r ' 

u) 


nil 


^ ' • ' > ' C“* 

j c: i . . 


'.'ith c.n!)’:£;sis on 
pauticularly those '-/ho do not 


have access to yi'S-r.^al credit sources. 


Land Settle;ncn 




The major portion oi' tlie i.'o.rk involved j.n the IvOnd settlement ;>ro 


iiram projected, in 1^ ■'d 




aimi i'oi 


» T.t 


ra cn 





V 1: 


operatin '; :;:overn,mnts 

year. 


- I- 


the.' 


4^ 


O y Wli- _L.i. 


re committed by the co- 
bo GO. luleted within tlic next 


About Z^,000 for 


I . J 


to their land 


f-bou w 


the completion ui the 


—i- 


i * dKilesG 



r 'Orc 


v i. w> u 1 


4 i W 


I ■ L 


la.borors liavo in-,coived tit': es 


0, O' 


^ s •» 

t. 1 V*) 


will be cs.tablished v/ith 


■ ■ , \ T C; 

-l V.-' ^ h* O < 


V/ork is in uro n'os,; on o. 


buildings 


j'or schoGJ s 


well as for electi’i'. 


i 


orojeetSo 
struction 


•C. 


the reiiiai.riin ■; contract 


s 




o complete 


it]'' Cl 


■: c r s 


no aoministrative oifice 





t,' 


I . * 


» > < 
j ^ Jl 


and 


0v/a 




systems i'or existing 


work on r’ord.'. 


under' 


% 
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t 

% 

•• 

4 

# 

4 

I 4 

4 

s 

on access roads. Funds still available for the rural housing rjroject 
which is a part of the land settlement project are expected to be spent 
v/ithin the next year. The same is true of the farm well program, 

I 

I 

At the suggestion of the US014, the Government is studying a plan for 
the division and sale of additional large government farm tracts for vihat 
the Government terms a "middle-class” farm program. United States tech¬ 
nicians are assisting ^ith this study. Increased credit facilities vdll 
be needed to implement this plan and the Government expects to submit to 
the Interamerican Bank a reouest for a loan to increase its agricultural 
credit program loan capital, 

t 

♦ 

t 

United States technicians are assisting the Government with planning 
V 70 rk for a large-scale colonization project in a virgin area. The Gov¬ 
ernment is providing funds in this year’s budget to finance the planning 
work. More complete data v;ill be needed before an application for a 
loan to finance development costs can be submitted, 

# 

I 

V 

4 

A great need remains for providing better opportunities for under¬ 
employed rural population. In part, the solution lies in expansion of 
land settlement efforts, but much of the problem will require more 
rapid industrial expansion and city employment. 

Education 

The host government’s priority program to provide education to the 
hitherto neglected sector of the population, particularly in small vil¬ 
lages and rural areas, has necessarily been concentrated during the past 
five years on the improvement of primary school facilities. This in¬ 
cluded improvement of existing primary school resources plus an expan¬ 
sion of the basis physical plant — school buildings themselves. 

Only ^6 public schools had been constructed in the period from 1^9^ 
to 1954« The Castillo Amas Government constructed 60 schools during 
the three years of its existence. The United States has entered into 
an agreement vjith the Government of Guate.iala for construction of a 
projected 425 public schools. At the end of the first 15 months, 100 
schools have been completed. This is a community self-help progra.., 

tfltl} tho UniMI thu Govornnieiit of Guateoiala, and local communi* 

ties each providing one-third of the cost. This program is expected to 

be completed in about three years. 

During the period since the July 1954 revolution, the USOII’s sup¬ 
porting technical program followed traditional approaches in urban 
education, rural education, administrative services, and vocational 
education, with the cooperative educational servicio as the administra¬ 
tive agency. 
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With the r)ro;j;ress nov; made in training, organization and develop¬ 
ment in the educational system, the LISOM v/ill t,erminate the urban and 
rural education projects. At the end of this year the USOM plans to 
undertake cooperative projects in improved school administration, im¬ 
proved school curriculum; and improved teacher preparation, 

V 

The literacy program, undertaken originally v.ith the Ministry of 
Defense to teach illiterate draftees to read and vrite, has now ex¬ 
panded to civilian population on a volunteer basis. The teaching 
materials developed for the army program nov/ are being used by more 
than 300 volunteers among adult illiterates, 

A nev/ vocational training center is being constructed by contri¬ 
butions by the United States, the Government of Guatemalc, and the local 
business community. The nev; facilities are nov/ nearing completion. In 
the meantimej training of skilled v/orkers for the increased industrial 
enterprises is progressing in temporary quarters. 

The USOM proposes next year to cooperate with the Ministry of Edu¬ 
cation in a task force study of organization and facilities needed to 
meet the educational problem in Guatemala, 

Public Health 

Cooperative public health activities v/ith the Government of Guate¬ 
mala started with assistance in constructing and equipping hospital 
facilities, follov/ed by technical assistance in hospital administration 
and nurse training. 

Hospital construction and equipment assistance v/as terminated in 
195^« Technical assistance in hospital administration v/as terminated 
in 1959* One nurse training advisor remains in the United States 
staff. 


Financial and technical assistance v/ith the Government’s water 
supply program v/as first made available in 1955. Water supply pro¬ 
grams previously ackiinistered in three Government agencies have been 
consolidated under the direction of national water Supply Committee. 
V/ater systems are provided on a community self-help basis v/ith the 
ICA, the Government of Guatemala and the local community each pro¬ 
viding, on the average, one-third of the cost. United States funds 
available for the v/ater supply program v/ill be expended this year. 

The Government plans to continue this activity v/ith budgeted funds 
and loans. 

The Malaria Eradication Program in Guatemala started in 1957, in 
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a n 0 . 


the i-dnistry of Health, v.lth contributions by UHlCi.F 
assistance of the Pan American Sanitary Bureau. In mid-l 
Minister of Health reouested that the cooperative Health 
Servicio accept responsibility for administration of this 


technical 


5 


the 


and Sanitation 


• t 


royram. 


One more year of complete and intensive 
quired, after v;hich the 'iiajor effort v;ill be 

130,000 blood samples collected in I960, in 
evidence of malaria. 


sprayiny v/ork v;ill be re- 
surveillance. Of the 
only tv.o percent nas there 


The pro^^ram for tlie future uill include greater einoh 


education and development of public health facilibie 


nical advisory services 


o 


as 


asis in health 
along vath tcch- 


for continuation of the v/ater 


required for sev/age disposal projects and 




upply program. 


I 

? 
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Public Safety 

The Public Safety Prop;ram in Guatemala began in July 1956, It 
has been primarily concerned vrith police academy training, v'ith 
specialized training abroad in the United States and Puerto Rico, 
and with recommendations on organization and operations.. Equipnient 
provided to support these efforts has included vehicles, communi¬ 
cations equipment and laboratory equipment. 

It was expected that it vrould be possible to phase out this 
program in FY 1963. However, because of increased political unrest 
in Latin America, based on Communist pressure and sympathy for 
Castroism, there has been an increase in the importance of internal 
security measures stressing riot control, better equipment, and 
improved operations and administration in the Government police and 
border patrol. Ilore emphasis will be given in the future to 
developing career leadership in key administrative positions. 

Housing 

* 

The Government’s priority interest in low-cost housing has made 
possible rapid and substantial progress in this field. A high degree 
of cooperation and a vrillingness to employ new concepts has facili¬ 
tated the development of housing from the initial stage of govern¬ 
ment-sponsored, self-help projects to the encouragement of private 

enterprise. 

The Institute Cooperative Inter-Americano de la Vivienda 
established in 1956 began the construction of low cost houses for 
families in the ^?65 to si^llO per month income group. The method 
started v/ith a major part of construction labor being supplied after 
work hours by the prospective ovmers. Construction time was about 
18 months. The present method is to use self-help labor in the 
manufacture of cement blocks and in pre-fabricating components, and 
to use paid labor for most of the actual construction. Construction 
time novr is about five months and savings in overhead supervision 
are more than enough to pay for the hired labor. 

By June 30, 1961 a . total of 1,749 houses in seven different 
projects had been completed at an average cost of ■,,>2,682. Remaining 
to be completed v'ith the original financial contribution is a total 
of 941 houses. Of this niimber, about 200 are in various stages of 
construction. 

1 

The cost of the projected total of 2,690 houses vrill be 
$7f214»000, of vrhich GOG is contributing ^^ 3 ,350,000 and the U.S. 
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;i?3,,B6.4»000. In addition, the GCG has contribntod land For most of 
the, project areas. Proceeds from montyily payments on nnrch.-ise con 


tracts are to be used to further honsiny as the t^'o y,overnmen.t 
mutually agree. 


o 


» i V 


With technical advice from UFOr% a 


nlan 


incliKUn<- assistance 


Torith |draft legislation, for the establi sh-nent of a Federal Housing 

de Fomento de Hipotecas Asoguradas), v;as prepared 

in June 1961. 


This la;-: •nrovidos 


for 


Agency (Institute 
The legis1at d on became 1av 
insurance of mortgage loans issued 
institutions up to s,>15>000 each, for a preriiim; of lh> per annum on 
the unoaid balance. 


by banks and approved lending 


The 


ne;-: mortgage insurance a.go::cy rroviees 
insurance for investments in residential mortgages. 


The first extensive r'-overnment-sponsored project to be under 
taken through contract mith private builders '’ill iitilise some of 
the proceeds of sales of self-help houn'es. 


The Governmerit proposes to ag'^^ly for a loan froi; the; Inter- 
american Development Tgenk to su’^ply aDditiona], funr's for government 
housing nrojects and loans to home loan institi’.tions that \:ill 
operate under the FKA lav^. 


Industrial Developm.ont 


The national F,cono"'ic Planninr Council^ 


ren.ei'al aenroach to 


s 


industrial development has been described in the section entitled 

^Private Investment.” The attitude that rovernmont action in tlii 

$ 

4 

field shou].d be indirect took a change in 1959 ;.Leri the Executive 

the Plannin'--- Council became interested in a reco.mmenda 


of 


Director 
tion of the V’orld Brink 
that had been 


otudy on 


F-conomic Development in Guatemala 


pas 


sed over ^ehen the first 


five-year Plan mas ore 

J 


pared. This v.^as recommendation Do. 27: ’-Attach to t’l'ie Fational 


Institute of Development Production, 


a 


smia],l group of experienced 

C * j I 

foreD.gn technologists for continueus industrial aid and research.” 

As a 


reo 


suit of this interest, the prerciit Industrial Promotion and 


Productivity Center 


as 


formed as a cooperative USO'' project 

♦ A ^ ^ 


t. T 


ith 


Ministry of Fconomy and the Bank of Guatemala, on June 29, 


I960 


> 


The objectives of the Center are expressed in broad terr.s to 


”stimulate industrial development.” Activities by fields of action 
include stir;ulatiori of private investment, improvement of technical 
productivity of existing industry and improvement of management, 
supervisory, and labor skills. 
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The Center, then, ac a decentrali^^ed a^'ency under the broad 
policy direction of the lanistcr of bconor.iy is 

operating af^ency to promote industrial dev'~‘lopment. Prior to the 
establishment of the Industrial Promotion end Productivity Center, 
technical asssistance vas provided by U.S, technical advisors v/orking 
directly v^ith private business and industry yroups. 


In addition to its cooperation ’.'ith the Center, the Industrial 
Development Project provides assistance v^ith sn.nportiny studies and 
surveys rcouested by the GOG. For example: reory^anization of 
Development Brnks and the establishment of a Private Financing Corp¬ 
oration, a survey of productive private investment opportunities and 
economic studies, includiny mineral resources surveys, and forest 
products utilization. 


Another U.S. contribution to industrial development is to pro 


vide technical traininr abroad for host ^-ovornment official 




y.T 


ith 


responsibn litios related, to industrial development• This training 
runs from officials at ministerial level dov::'.'. to the v.^orking level 
in government cagencies and top representatives of private business 
organizations. 


The Center, through its working relationships, coordinates its 
program vi'ith the k'ational economic Planning Council, the Technical 
Advisory Committee in Industrial Development (government and private) 
the National Tourism Board, the Government Comnittoe in Integration 
in Central American Co- mon I-arket, and the Government Committee on 
pooling of technical development data by Central American agencies. 


The existing program in Industrial Development is on a sound 
basis vjit}'! an apuroach v'ell coordinated •'.'ith host .movernmont planning 


5* Develonment Loans 


It is anticipated that financin'*'- for uresently planned economic 
and social development projects vjill be provided through loans from 
the Interamerican Bank, domestic borro”ing through a bond issue, and 
from annual appropriations. 

High\?ay and communications projects, about to be undertaken, 
v/ill be financed by already aoproved DLF and Export-Import Bank loans 

6. Development Research 

Traditionally, ICA assistance has been provided on a country 
basis and our Congressional Pr'esentations have been developed in this 

manner. 
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In the ar;ricultnr''1 fnold it is ur:''’epc--;.,-;r-:'' 1 


d-V 




';r3V-.t(.' en.ter 


prise, essDPted nosFibl 7 by the ^'ord 
research institution utili^in<^ th.o nov urn red 
of United Fruit Comrany at Tela, Hori 'ur- s. 


c 


& i% * 


1 


f. i. 


T - 


oj 


\ 




ject evolves, it may offer 
the framev.'ork. 


scope 1 or 


tore ef 


A111 d c:- V e 1 o e •; a r t. 


1 1 a C J .l.l.tlOS 


i i 




irjs nro 


rr,rearen in 


In t>ie field of electric oov'cr Cuetr.;.ala is t'-.^ \u- the recipient 


• % 

of a Special UF Fund-financed and IBRD-adniini r tered survey- 
electric po’-er and irrigation facilities -"'nc^ rrera''Ct.5t. 


of hydro 


In the field of transi-'ort any devclorinru t I'cravirch v'ou'l d probably 

be of a reyinnal nature. 

% 


in the field of health and medicine devclopnent rerearcb already 


exis 


ts 


The Central American and Pan.amanian hutrition Institute 


(IMCAP), supported financially by the six ; ovcrrif^iei.ls coTicorned, the 
Kellof^y Foundation, and others, is ’'■'ell knomn and h.i.rhly cappi'ociated 
It miyht be that from time to "birno develoT'irf.nt/ I’csearch funds could 
be useful to this institution. 


7. 


Food-for-Pea ce 


Assuming that the daily standard of mitritiou 


a 


/ 4 


>. * 


f 


• e;n‘? rally 


accepted as 2,5^0 calorics pei'’ person, Gunter,nla 


3.S 


a nut ritio n a1]y 


deficient country, since avej'ayo per capita daida' food consumption 
is estirnatod to be 2,175 calories. This implies that there is an 
opportunity for imports of foods under t/ne Food-foj’--Per’ct-' py’o^’ram 
to make up the deficit, Ho'-’ever, Guater .'■•ira is s-O "-suffici.ent in 
almost all food.s ’"ith the exccnti.en of .n-eeded additional .arioruitr of 

I 

animal and veyetabJe -'roteins. 


United States surelur arriciiltural T'lrodncts -'-■rr'r ontlv enter the 

i » ^ % 


country under 



Ili. of FL Li.f)0 bhraip-h orof':rar.s of the C.itholic 


Relief Service (CAPJTi: ). UdlC]';!' 
Relief ilver^nrhern, Inc. (CAr^F), 


» 


a n d 
T'ncse 


th.e 


pro-'ra; ,s , ho - :e 


skim milk, corn meal, rice and edible frCts 
of imports under these thi'ee 
and d oes not correct, to si'ni.fica.nt depprr 
imbalance rhich if: 

recommended levels, 
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caused by total costsumr.pio:" of cci’eals '-’ell 
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o V e 


The voluntary a''’:encies meiitloned 


above 


anti ciu'ate about a 


fourfold increase in food 
is believed that these distributions 
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extent to correct a deficit in vegetable protein, but imports for 
this purpose wuld displace an eouivalent valnp of locally-produced 
corn and create price and supply problems for local producers. 

The country’s present total cattle herd is estimated at 
1,200,000 head. There is substantial potential for, and interest 
in, pasture development. Since the recent initiation of beef 
exports and the construction of two nev^ slaughter and packing houses, 
it is expected that beef production T'ill expand. It is reasonable 
to expect, as vrell, that availabilities of beef will be adequate 
to meet increases in domestic demand. Also, increasingly larger 
supplies of seafood at lower prices are helping to meet the protein 
deficit. 

The local dairy industry is developing slowly but steadily, 
and increased local production of dairy products will make up a 
small part of the animal protein deficit. Local production of 
edible vegetable seeds and oils is increasing slov'ly, roughly in 
proportion to the increase in cottonseed production. The deficit 
in fats could bo made up by local production of other oil seeds 
^ but this is a tv^o to three-year proposition. 

V A ^ 

Taking into consideration the foregoing, the r^ission feels 
that the opportunity for expanding the Food-for-Peace program in 
Guatemala exists in Title III distributions. Hov^ever, the relatively 
small si7.e of the consujner market and its sensitivity to small 
fluctuations in supply v^ould require extreme care in the formulation 
of an expanded program. The Mission will continue to revievj other 
possibilities for expanding food imports xhile, at the same time, 
recognizing that some of the deficit described above will be met by 
normal commercial imports. For example: the average annual 
increase of 3 1/2 per cent in demand for vjheat is being filled by 
commercial imports. The Agricultural Attache is constantly 
exploring opportunities for market development. 

Title IV sales are another possibility but only if the make-up 
and the attitude of the Guatemalan Congress changes. Previous 
efforts by United States and GOG officials to arrange for wheat 
imports under Title IV failed because of the refusal by the Congress 
to approve a loan in the form of such imports. 
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D, Private Investment 

The first five-year plan, in discussing the need for industrialization, 

states: 

"In an economic system, that is based on private initiative and free enter¬ 
prise, as is the case in Guatemala, the development of industry in general is up to 
the individual private businessmen who, after all, must adapt themselves to existing 
legal practices, obligations to Society, and the current level of technology. The 
State for its part, only intervenes in this field to look out for the rights of the 
people as a whole, and to provide those services considered indispensable for the 
welfare and progress of the people as a whole, and which private enterprise cannot 
provide; and (within these guidelines) to provide encouragement including favorable 
investment climate to promote industrilization which in the long run benefits all," 

Specific recommendations in this connection: 

(a) Revision of the Law for Promotion of Industry 

(b) Revision of tariffs to protect local industries not considered to 

be uneconomic 

(c) Revision of existing credit facilities and practices to facilitate 

industrial development 

(d) Maintain continued vigilance to avoid inflationary policies 

(e) Government procurement should give first preference to Guatemalan 

products ;vhere basis for reasonable competition exists. 

The Government has in general adhered to this philosophy and program. President 
Ydfgoras has stressed many times in public statements within the past year the impor¬ 
tance which he ascribed to industry in his plans for the economic development of the 
Republic. He referred to U. S, cooperation and emphasized the need for an "Industrial 
Revolution" in his annual message to the National Congress on April 1, 1961, in which 
he said: 

"The Government of Guatemala has adopted as economic policy the balancec 
development of the country’s economy, based upon full utilization of the 
national resources—human, physical, credit—-with the aim of increasing the 
national income and benefitting the majority of Guatemalans. 

"To assist in reaching these ends and to favor the ’Industrial Revolu¬ 
tion,* a cooperative agreement was signed on June 29, 1960, .creating the 
Industrial Promotion snd Productivity Center, This most modern type of 
organization, designed to develop the wealth of a nation, has operated with 
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